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and the markets it serves,
ticular, with regard to its—

(A) Clearing and settlement arrange-
ment;

(B) Risk-management policies, proce-
dures, and systems;

(C) Scope of products cleared and set-
tled; and

(D) Use of technology and commu-
nication procedures;

(ii) Has clearly defined goals and ob-
jectives that are measurable and
achievable, such as minimum service
levels, risk-management expectations,
and business priorities; and

(iii) Has policies and procedures for
the regular review of its efficiency and
effectiveness.

(22) Communication procedures and
standards. The designated financial
market utility uses, or at a minimum
accommodates, relevant internation-
ally accepted communication proce-
dures and standards in order to facili-
tate efficient payment, clearing, and
settlement.

(23) Disclosure of rules, key procedures,
and market data. The designated finan-
cial market utility—

(i) Has clear and comprehensive rules
and procedures;

(ii) Publicly discloses all rules and
key procedures, including key aspects
of its default rules and procedures;

(iii) Provides sufficient information
to enable participants to have an accu-
rate understanding of the risks, fees,
and other material costs they incur by
participating in the designated finan-
cial market utility;

(iv) Provides a comprehensive public
disclosure of its legal, governance, risk
management, and operating frame-
work, that includes—

(A) Ezxecutive summary. An executive
summary of the key points from para-
graphs (a)(23)(iv)(B) through (D) of this
section;

(B) Summary of major changes since the
last update of the disclosure. A summary
of the major changes since the last up-
date of paragraph (a)(23)(iv)(C), (D), or
(E) of this section;

(C) General background on the des-
ignated financial market utility. A de-
scription of—

(I) The designated financial market
utility’s function and the markets it
serves,
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(2) Basic data and performance sta-
tistics on its services and operations,
such as basic volume and value statis-
tics by product type, average aggregate
intraday exposures to its participants,
and statistics on the designated finan-
cial market utility’s operational reli-
ability, and

(3) The designated financial market
utility’s general organization, legal
and regulatory framework, and system
design and operations;

(D) Standard-by-standard  summary
narrative. A comprehensive narrative
disclosure for each applicable standard
set forth in this paragraph (a) with suf-
ficient detail and context to enable a
reader to understand the designated fi-
nancial market utility’s approach to
controlling the risks and addressing
the requirements in each standard; and

(B) List of publicly available resources.
A list of publicly available resources,
including those referenced in the dis-
closure, that may help a reader under-
stand how the designated financial
market utility controls its risks and
addresses the requirements set forth in
this paragraph (a); and

(v) Updates the public disclosure
under paragraph (a)(23)(iv) of this sec-
tion the earlier of every two years or
following changes to its system or the
environment in which it operates that
would significantly change the accu-
racy of the statements provided under
paragraph (a)(23)(iv) of this section.

(b) The Board, by order, may apply
heightened risk-management standards
to a particular designated financial
market utility in accordance with the
risks presented by that designated fi-
nancial market utility. The Board, by
order, may waive the application of a
standard or standards to a particular
designated financial market utility
where the risks presented by or the de-
sign of that designated financial mar-
ket utility would make the application
of the standard or standards inappro-
priate.

[77 FR 45919, Aug. 2, 2012, as amended at 79
FR 65558, Nov. 5, 2014]

§234.4 Changes to rules, procedures,
or operations.

(a) Advance notice. (1) A designated fi-

nancial market utility shall provide at

least 60-days advance notice to the



Federal Reserve System

Board of any proposed change to its
rules, procedures, or operations that
could materially affect the nature or
level of risks presented by the des-
ignated financial market utility.

(2) The notice of the proposed change
shall describe—

(i) The nature of the change and ex-
pected effects on risks to the des-
ignated financial market utility, its
participants, or the market; and

(ii) How the designated financial
market utility plans to manage any
identified risks.

(3) The Board may require the des-
ignated financial market utility to
provide additional information nec-
essary to assess the effect the proposed
change would have on the nature or
level of risks associated with the util-
ity’s payment, clearing, or settlement
activities and the sufficiency of any
proposed risk-management techniques.

(4) A designated financial market
utility shall not implement a change to
which the Board has an objection.

(6) The Board will notify the des-
ignated financial market utility of any
objection before the end of 60 days
after the later of—

(i) The date the Board receives the
notice of proposed change; or

(ii) The date the Board receives any
further information it requests for con-
sideration of the notice.

(6) A designated financial market
utility may implement a change if it
has not received an objection to the
proposed change before the end of 60
days after the later of—

(i) The date the Board receives the
notice of proposed change; or

(ii) The date the Board receives any
further information it requests for con-
sideration of the notice.

(7) With respect to proposed changes
that raise novel or complex issues, the
Board may, by written notice during
the 60-day review period, extend the re-
view period for an additional 60 days.
Any extension under this paragraph
will extend the time periods under
paragraphs (a)(5) and (a)(6) of this sec-
tion to 120 days.

(8) A designated financial market
utility may implement a proposed
change before the expiration of the ap-
plicable review period if the Board no-
tifies the designated financial market
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utility in writing that the Board does
not object to the proposed change and
authorizes the designated financial
market utility to implement the
change on an earlier date, subject to
any conditions imposed by the Board.

(b) Emergency changes. (1) A des-
ignated financial market utility may
implement a change that would other-
wise require advance notice under this
section if it determines that—

(i) An emergency exists; and

(ii) Immediate implementation of the
change is necessary for the designated
financial market utility to continue to
provide its services in a safe and sound
manner.

(2) The designated financial market
utility shall provide notice of any such
emergency change to the Board as soon
as practicable and no later than 24
hours after implementation of the
change.

(3) In addition to the information re-
quired for changes requiring advance
notice in paragraph (a)(2) of this sec-
tion, the notice of an emergency
change shall describe—

(i) The nature of the emergency; and

(ii) The reason the change was nec-
essary for the designated financial
market utility to continue to provide
its services in a safe and sound manner.

(4) The Board may require modifica-
tion or rescission of the change if it
finds that the change is not consistent
with the purposes of the Dodd-Frank
Act or any applicable rules, order, or
standards prescribed under section
805(a) of the Dodd-Frank Act.

(c) Materiality. (1) The term ‘‘materi-
ally affect the nature or level of risks
presented’” in paragraph (a)(1) of this
section means matters as to which
there is a reasonable possibility that
the change would materially affect the
overall nature or level of risk pre-
sented by the designated financial mar-
ket utility, including risk arising in
the performance of payment, clearing,
or settlement functions.

(2) A change to rules, procedures, or
operations that would materially affect
the nature or level of risks presented
includes, but is not limited to, changes
that materially affect any one or more
of the following:

(i) Participant eligibility or access
criteria;
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(ii) Product eligibility;

(iii) Risk management;

(iv) Settlement failure or default pro-
cedures;

(v) Financial resources;

(vi) Business continuity and disaster
recovery plans;

(vii) Daily or intraday settlement
procedures;

(viii) The scope of services, including
the addition of a new service or dis-
continuation of an existing service;

(ix) Technical design or operating
platform, which results in non-routine
changes to the underlying techno-
logical framework for payment, clear-
ing, or settlement functions; or

(x) Governance.

(3) A change to rules, procedures, or
operations that does not meet the con-
ditions of paragraph (c)(2) of this sec-
tion and would not materially affect
the nature or level of risks presented
includes, but is not limited to the fol-
lowing:

(i) A routine technology systems up-
grade;

(ii) A change in a fee, price, or other
charge for services provided by the des-
ignated financial market utility;

(iii) A change related solely to the
administration of the designated finan-
cial market utility or related to the
routine, daily administration, direc-
tion, and control of employees; or

(iv) A clerical change and other non-
substantive revisions to rules, proce-
dures, or other documentation.

[77 FR 45919, Aug. 2, 2012. Redesignated at 79
FR 656562, Nov. 5, 2014]

§234.5 Access to Federal Reserve Bank
accounts and services.

(a) This section applies to any des-
ignated financial market utility for
which the Board may authorize a Fed-
eral Reserve Bank to open an account
or provide services in accordance with
section 806(a) of the Dodd-Frank Act.
Upon receipt of Board authorization
and subject to any limitations, restric-
tions, or other requirements estab-
lished by the Board, a Federal Reserve
Bank may enter into agreements gov-
erning the details of its accounts and
services with a designated financial
market utility, consistent with this
section and any other applicable Board
direction. The agreements may in-
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clude, among other things, provisions
regarding documentation to establish
the account and receive services, con-
ditions imposed on the account and
services, service charges, reporting, ac-
counting for activity in the account, li-
ability and duty of care, and termi-
nation.

(b) A Federal Reserve Bank should
ensure that its establishment and
maintenance of an account for or pro-
vision of services to a designated finan-
cial market utility does not create
undue credit, settlement, or other risk
to the Reserve Bank. In order to estab-
lish and maintain an account with a
Federal Reserve Bank or receive finan-
cial services from a Federal Reserve
Bank, the designated financial market
utility must be in compliance with the
Supervisory Agency’s regulatory and
supervisory requirements regarding fi-
nancial resources, liquidity, partici-
pant default management, and other
aspects of risk management, as deter-
mined by the Supervisory Agency. In
addition, at a minimum, the designated
financial market utility must, in the
Federal Reserve Bank’s judgment—

(1) Be in generally sound financial
condition, including maintenance of
sufficient working capital and cash
flow to permit the designated financial
market utility to continue as a going
concern and to meet its current and
projected operating expenses under a
range of scenarios;

(2) Be in compliance with Board or-
ders and policies, Federal Reserve
Bank account agreements and, as ap-
plicable, operating circulars, and other
applicable Federal Reserve require-
ments regarding the establishment and
maintenance of an account at a Fed-
eral Reserve Bank and the receipt of fi-
nancial services from a Federal Re-
serve Bank; and

(3) Have an ongoing ability, including
during periods of market stress or a
participant default, to meet all of its
obligations under its agreement for a
Federal Reserve Bank account and
services, including by maintaining—

(i) Sufficient liquid resources to meet
its obligations under the account
agreement;

(ii) The operational capacity to en-
sure that such liquid resources are
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